02 4,50

o L2 i

‘ UNITED STATES GENERAL ACCOUNTING OFFICE
Washington, D,C, 20548

FOR RELEASE ON DELIVERY
Expected at 10:00 a.m.
‘ Monday, December 15, 1975
STATEMENT OF
ROBERT F. KELLER, DEPUTY COMPTROLLER GENERAL
BEFORE THE
SUBCOMMITTEE ON COMMERCE, CONSUMER, AND MONETARY AFFAIRS

‘ ) )87
COMMITTEE ON GOVERNMENT OPERATIONS As /

¢ 2

HOUSE OF REPRESENTATIVES A Y
ON

‘GAO REVIEWS OF TAXPAYER ASSISTANCE

Mr. Chairman and Members of the Subcommittee:
) We are glad to appear at your request to give you an overview of
dAO's reviews relating to taxpayer assistance.

As you know, there has been a long standing refusal by the IRS to
permit the GAO to review administration of the Internal Revenue laws.
According]y; such review work as we have performed has been at the request
of the Joint Committee on Internal Revenue Taxation. That Committee,
which has authority by law to investigate administration of the Internal
Revenue code, designated GAO as its agent in 1971. Since that time we
have been asked to conduct a number of reviews.

Among the requests by the Joint Committee was one to review the
taxpayer assistance program of IRS. That work is now in its final

stages--with two of three contemplated reports having been issued and the

third scheduled for early in 1976.
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Let me start by saying a few words about the IRS taxpayer assistance
program. It had its ﬁeal beginnings in the early 1940s. According to a
March 1943 New York Times article, taxpayers needing assistance were
requested to seat themselves at writing tables and an Internal Revenue
representative using a public address system instructed them item by item
on how to fill out their returns. In the ensuing years, taxpayer assistance
has received greater emphasis, and today's taxpayer service program includes

--a toll free telephone network to provide answers to

téxpayer questions,

--walk-in facilities for taxpayers who want more personalized

and detailed help,

--training of volunteers who want to help taxpayers, and

--information and education efforts to advise taxpayers how to

prepare their returns and how to obtain needed help.

Organized taxpayer assistance is.not, of course, limited to IRS.

In recent years there has been a dramatic growth in the number of firms
and individuals, professional and commercial, who prepare income tax
returns for a fee. The rapid growth of what has come to be called the
tax industry occurred because of the large gap that developed between
taxpayers' need for help and the limited assistance available from IRS.
Accordingly, the Joint Committee also requested that we review the need
to requlate commercial preparers.

The status of our reports on taxpayer assistance is as follows:



--The first of our reports, titled "Telephone Assistance to
Taxpayers Can Be Improved," is dated June 10, 1975, and was
released by the Joint Committee on June 12, 1975.

~--0ur second report, titled "No Apparent Need to Regulate
Commercial Preparers of Income Tax Returns," is dated
December 8, 1975. It has yet not been released by the
Joint Committee.

--Work is still in progress on the third and final report.

That report, when completed, will cover such matters as
walk-in assistance, assistance to Tow income taxpayers,
training and skill level of tax assistors, and taxpayer
education and public information programs.

We discuss these reports in some more detail later.

Upon receiving your letter requesting that we testify, we advised
the Joint Committee of the hearings and told them that the report on
regulation of commercial preparers would be issued some time during the
week of December 8. We asked whether the report would be released by
them in time for use in the hearings.

We were told that as soon as the Joint Committee had an opportunity
to consider the report it would be released for use by other committees.

We then informed your committee staff that it appeared the report
would not be released in time for these hearings and that we therefore
would not be able to fully discuss the report.

Your staff had questions relating to our responsibility under the
House Rules and the Legislative Reorganization Act of 1970 to provide

copies of reports to the House Government Operations Committee. In view
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of these questions we would like to take time to discuss our agreement with
the Joint Committee.

After many years of unsuccessful efforts to gain access to IRS records
for the purpose of reviewing tax administration, the Joint Committee--which
has undisputed access to IRS records--requested us to conduct reviews of
IRS as agent of the Joint Conmittee.

The designation of GAO as agent of the Joint Committee was made in a
letter dated January 13, 1971. A copy is attached as appendix I. It
includes a number of provisions, the one most pertinent to our discussion
today stating:

"The final report will be submitted only to the Joint Committee,

but ordinarily with a confidential copy to the Commissioner,

and no release of the report or any of its contents will be

made except by the Joint Committee."

We feel we must honor this provision.

Wé are not unmindful of the provisions of the Legislative Reorganiza-
tion Act of 1970.

With respect to reports to the Congress:

--Section 232 requires, among other things, that copies

shall be delivered to certain committees, including the
House and Senate Committees on Government Operations.

--Section 233 requires that copies shall be delivered upon

request to any other committees.

With respect to all reports, including reports to the Congress and to
committee chairmen and individual members at their reguest:

--Section 234 requires that all reports of the General Accounting

Officg issued the preceding month be listed, that the list be
distributed to every committee and member, and that a copy of

such reports be furnished to committees and individuals as requested.
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With respect to reports made at the request of committees and
individual Members, the House Committee on Rules in its report on the bill
which became the Legislative Reorganization Act of 1970 recognized the
problem on the timing of the release of such reports. \Page 12 of House
Report No. 91-1215 states:

"The Comptroller General must exercise some discretion in
deciding what constitutes a 'report.' There are times when
the Comptroller General and a Member or committee of Congress
have a confidential relationship such as might exist between
an attorney or an accountant and his client. Committees fre-
quently ask the Comptroller General for information to be used
during committee hearings in the examination of witnesses. It
would clearly be unwise to require the Comptrolier General to
make the contents of these reports available on request in
advance of their intended use.

"As a general rule, however, it is the intent of this

legislation that reports prepared by the Comptrolier General in

the normal course of carrying out the functions of the General

Accounting Office should be noted in the monthly summary of

reports. It is furthermore expected that Members and committees

whose views are not in harmony with the substance of the reports

will not attempt to restrict the circulation of these documents.”

Unfortunately, the work performed for the Joint Committee as its
agent presents a unique problem. We cannot fully discuss at this time the
unreleased report on regulation of commercial preparers without abrogating
our agreement with the Joint Committee to act as its agent--an agreement
without which we could not have conducted the review in the first place.

Under the circumstances, we hope you can understand our situation.

Telephone assistance

Telephone assistance, the subject of our report dated June 10, 1975,
is the principal means by which IRS assists taxpayers. In fiscal year 1974

about 72 percent of all taxpayer assistance contacts made were by telephone,



and about 57 percent of the time spent assisting taxpayers was associated
with telephone assistance. To handle the large volume of calls, IRS
during 1971-74 established a centralized telephone system comprising a
network of toll-free lines directing inquiries in a specific geographical
area to a "telephone center." There were 135 such centers in 1974. The
telephone center had equipment enabling supervisors to Tisten to incoming
calls--without the knowledge but with the consent of the assistors--to
monitor assistors' responses. Monitoring is the primary means of insuring
that service is timely, accUrate, and courteous.

GAO concentrated its review on monitoring activities in 6 of IRS's
58 districts during the 1974 tax filing period. We found that

~--At five of the six districts, from 12.1 to 53.5 percent--

33.5 percent overall--of assistors were not monitored.

--Two districts concentrated monitoring efforts on the last

6 weeks of the period, rather than on the early weeks when
corrective actions would have had greater benefits.

--Two districts gave insufficient attention to the accuracy

of assistors' responses.

Moreover, telephone centers were not summarizing the extent or results
of their monitering efforts or reporting them to management officials.
IRS district, regional, and headquarters officials need such information
to |

--insure that an effective monitoring program is implemented

at their telephone centers,



--evaluate the quality of telephone assistance, and
~--identify and correct aréas of program weaknesses, such as
assistor training and staff assignment.

IRS's own internal reviews suggest that there is room for improvement
in the quality of telephone assistance. During the 1974 tax filing
period carefully selected questions were put to tax assistors by internal
auditors and national office taxpayer service personnel. Assistors incor-
rectly answered 20 percent of the questions asked by the internal auditors
and 18 percent of those asked by the national office staff. Incorrect
responses were given primarily because assistors responded without having
probed adequately for all facts needed to clearly understand the question
or without adequately researching the problem. Also, some assistors
responded to questions beyond their skill level instead of deferring to
experienced technical backup assistors,

GAO briefed IRS on these findings in December 1974 so that program
guidelines could be improved in time for the 1975 tax filing season.
IRS officials agreed with our findings and proposals. They instructed
field offices to

--subject all telephone inquiries to sampling,

--base frequency of sampling on a reasonable sampling system,

--implement these quality procedures on the first day of the

1975 filing period, and



--devote sufficient direct staff-hours (approximately 3 to
5 percent) to quality assurance procedures.

IRS also deve10ped a standardized worksheet for evaluating the quality of
the telephone assistors' answers. These records are to be maintained for
regional and national office review.

GAD also reviewed the availability of telephone assistance during
the 1974 tax filing period. IRS's program guidelines specified that the

minimum grade of service should allow not more than 10 percent of incoming

calls to go without tax assistance because of busy signals. Some districts
did not meet this standard because telephone centers had too few lines.
Some callers did not receive assistance because they were placed on "hold"
and hung up before an assistor became available. This resulted because
there were not enough assistors to staff all lines. Additionally, at four
of the six districts reviewed, equipment malfunctions caused a variety of
problems. However, IRS had recognized these problems and had taken action
to deal with them by the 1975 tax filing period.

Commercial preparers

The second report relating to taxpayer assistance we have issued is
the one titled "No Apparent Need to Regulate Commercial Preparers of Income
Tax Returns." This report, as the title indicates, deals with a specific
question put to us by the Joint Committee.

As we noted earlier, the tax industry has grown by leaps and bounds
to fill the gap that opened between the taxpayers' need for assistance and
that available from IRS, particularly for complete return preparation. The
rapid growth of the tax preparer industry was possible because anyone who

chose to enter the field could do so. As a result, the estimated 200,000



to 250,000 paid return preparers vary widely in intelligence, training,
experience, and ethics.

Predictably, some of these persons lack the competence to deal with
the returns they prepare, or worse, engage in fraudulent or unethical
practices. The reaction of IRS and others to such preparers focused
attention on the fact that the preparer industry was unregulated and,
together with some well-publicized cases of commercial preparer incompe-
tence and fraud, led many to presume that commercial preparers were a
special problem in the industry.

Our review was designed to test this presumption against available
data. _

While the Joint Committee has not released our report on the regula-
tion of commercial preparers, certain parts of the draft report were
recently made public by the Joint Committee in House Report No. 94-658 on
the Tax Reform Act of 1975. The draft report was made available to the
Joint Committee in accordance with the letter dated January 13, 1971, at
the time comments were requested from IRS. House Report 94-658 stated
that the GAO draft report indicated commercial preparers on the average
have not had a significantly greater tendency to make mistakes in preparing
returns than have other types of preparers, and further, that the percentage
of tax adjustment determined from IRS Taxpayer Compliance Measurement Program
averaged 10.9 percent for returns prepared by commercial preparers and

10.2 percent for returns prepared by professional preparers.



Third report on taxpayer assistance

As mentioned previously, the third and final report on taxpayer
assistance will cover such matters as IRS walk-in assistance, assistance
to Tow income taxpayers, training and skill level of tax assistors, and
taxpayer education and public information programs.

We made our review at IRS's national office in Washington, six re-
gional offices, and six district offices. We visited facilities in the
districts to observe taxpayer service activities and to interview tax-
payers who had received IRS help on their returns. In addition, we
contracted with a national survey organization to interview taxpayers
that had adjusted gross income under $10,000. The purpose of the inter-
views was to determine the effectiveness of the IRS taxpayer service
program in reaching lower income taxpayers.

While the field work is completed, the drafting of the report is
still in process at the operating level. As in the case of the report
on regulation of commercial preparers, release of the final report will
have to be made by the Joint Committee because the review was made possi-
ble by the letter dated January 13, 1971, and we feel obligated to honor
the terms of the letter.

We would 1ike to add that we do not yet have a product which we would

be willing to make available to the Joint Committee or to IRS for comment.

Mr. Chairman, that conciudes my statement.
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Dear Messrs.‘Staats and Thrower:

' As you know, the Joint Commlttee on Internal Revenue.
Taxation has the duty under section S022 of the Internal
Revenve Code of investizatinz the operation, effects, and-
adninistration of the Federal tax system, To assist the
.Joint Committee in carrying out this duty, it would like
to have the Ceneral Accounting Office act ag the a~ment
of the Joint Comnmittee in performing certain revicws oI
. the operations, policies, and procedures of the Internal
.Revenue Service, | .

* 'If the General Accounting Office is able to carry
.. ~omn this activity as the agent of the Joint Committee,
e the Cormaittee would like to proceed in the following
‘manner: ' . ‘

1, The Joint Commlttee, ordlnarlly after
consultation with the Commissioner, will
authorize the General Accounting Office to act
as its agent to nake a vartisular study, under
the authori*ty of chapter 92 and section 6103(d)(2)
of the Internal Revenue Code of 1954,

" © - .. 2, The Staff of the Joint Commlttee will
.vhen counsel with representatives of the General
Accounting Office and the Internal Revepue Service
Yegarding the manner in whkich the study is to be

"~ carried out, It is contemplated that the plan
- for the study will be reviewed by the General
Accounting Office with the Joint Committee Staff

E?FD@GUMENTA?@Q s E



Congress of the Tlnited Htateg
Jalm'cbmmﬁz‘s: ON INTERNAL REVENUZ TAXATION
w:tsbingtun. 2.6 20315

Honorable Elmer B. Staats
Page 2 .

and the Commissioner or his designated representa-
tives before the study is begun. To avoid
unnecessary duplicatiorn of effort, the General

. Accoudtlng Office will to the extent appropriate.

review and utilize pertinent information from
prior studies on the same subject, such as studies
performed by the Assistant Commissioner (Inspection),

" which are breought to its attention by the Internal

Revenue Service.

3. For each study, the Comntroller General
will designate the personnel of the General Account-
ing Office who are to perform the study on behalf
of the Joint Committee, and will supply a list of
such personnel to the Commissioner and to the Staff

'f,of the Joint Committee,

4. During the course of the study, repre- -

" sentatives of the General Accounting Office will
- periodically consult with the Staff of the Joint

. Committee as to the progress of the study and any

' problems which are encountered., In addition,

representatives of the Internal Revenue Service

'; 'wd11 advise the Staff of the Joint Committee if

the study is producing unanticipated demands upon

- the time of Internal Revenue: Service personnel,

-'5; The draft report'fesulfing from the»sfudy

* will be submitted to the Interral Revenue Service

(as is norpally done in the case of General
Accounting Office studies of Internal Reveaue

" Service matters) and to the Staff of the Jomnt

Committee.

. - 6, The final report will be subultted,only
to the Joint Committee, but ordinarily wita a
confidential copy to the Commissioner, and no

- -release of the report or any of its contents will

be made except by the Joint Committee,

. BEST DOCUMENT AVAILABLE
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It is undersiood that the Géﬁeral Accountln" Office

‘may inspect tax returns and other confidential informa-

tion, where appropriate to the conduct of a study
authorized by the Joint Committee and where it is acting
in its capacity as the agent of the Joint Committee,

- pursuant to chapter 92 and section 6103(d) (2) of the
_Intcrnal Revenue Code of 1854, It is further understood

" that none of the information obtained from the Internal
Revenue Service by the General Accounting Office in its
capacity as agent of the Joint Committee will be used

in any report of any other General Accounting Office study
" which has not been authorized by the Joint Committee,
‘unless the Joint Committee authorizes such use.

. It is not intended that the studies which the Joint
Committee contemplates having done by the General Account-
ing Cf{fice are Lo involive the reconsigeration of tax

;assessments or collecticns made by the Internal Revenue

Service in individual cases, Rather, the studies are to
.be concerned with the policies and procedures which have
~ been established by the Revenue Service in the area under
- gonsideration, and the effectiveness of those policies

© and procedures in- obtaining the desired goals.

[ 4

" Unless authorized by the Joint Committee to do so,

‘the General Accounting Office will not contact any tax-

payers concerning their dealings with the Internal Revente
Service; if -such contacts are authorized, General Account-
-ing Office personnel will advise the taxnayers they con-

~tact that they are acting on benalf “of the Joint Committee.
Additionally, plans for contacting taxpayers ordinarily
-will be reviewed in advance with the Internal Revenue

Service to minimize taxpayer relations proolems that

_i might be created by such contacts.

. .-
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: I would appreciate hearing from you, lr, Comptroller
General, as to whether the General Accounting Office will
be able to conduct such studies as an agzent of the Joint
Committee, and from both of you as to whether the z2bove
procedures are satisfactory from your point of view, I
am sending a copy of this letter to the Secretary of the
-Treasury. .

- The enclosed letter describes the flrst study the
Jdoint Comnittee would like the General Accountlng Offlce
- to undertake.. ,

Sincerely yours,‘

| ‘,I‘: . | /"1 "// / '('-—.“

V' P uh el Dl
Laurence Y. Woodworth

Enclosure

'~ ed: Honorable David M, Xennedy
o Secretary of the Treasury

*BEST DOCUMENT AVAILABLE.



ODMPTROLLER' GENERAL. OF THE UNITED STATES-
‘ " WASHINGTON, D.C. 20548"

JAN 28 197

Deax M, Hoodvorths

T four lottar of Juminry 13, 1671, i draszed to ths
Comptroller Concral and tae Cm.-".l sioner, Intornel Revams
. Servicd, zisted that the Joint Committer would 1o our
Cffico to sct 23 itg egont in porfomine cortsin rovicws of
ererationn, rolicies, and yprocsdirea of the Intarmsl Pevenus
Sorvics snd proposed certain proecduras for tho entbarisrtion
end exycution of cuch roviews. Your vccerms rvﬁ re laltie r of
the asmie dnte retuested ond euthorisnd our Cifico to winre
: teke o atudy concorming tho pollcies end procedures cstslie
- lished by the Intornel Fovemue Cervics in connaction with
the hendling amd eoilection of texpryers! delinmuent sccounts,

We will be Plensed to act eg erant of tha Joint Corritiza
in meking such roviews aa the Comuites may recusgt; the proe
sedures proposad for thn guthoricstion and a"m‘u-.ion oi t}: 200
reviews appeer to be satlalnctory. ¥Wo will Vverln rmedlctoly
the. mview of taxpeyarat delinruont ccoounts. in ccenrdarce with
the lstior of authorizniion and the vicus expreasad by you dure
ing your meoting on Jexuery 15 with otedl mombors of our GLfles

', and the Internal Revenua Service.

Enclosed is a 1list of persomnel whom I have écsimﬂt*'i to
perforn the atudy of tarpeyerst delinquoant ccocunts.  Thig liste
ing i3 elso being fumished to the J.nbom:vl Povenus Servicae.

It is likely that changos will be required from time to tinms,
and we chall noti.fy m e the bervrico of thego changss.

&mamly yours,

I 1T} ELMER B. STEATS.

Comptrollor Conoral
~0f tho United States

Vre Lourence L. Woodworth -

Chiof .of Staff LT A S

- Joint Cormitioa on In‘barnnl . '
-~ Revomie Texation T S
. Congrasy of 'the Unilcd States
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Kiplinger Letters | }

I had a call from Mr. Steven Ivans
1729 H St., N.W.

Washington, D.C. 20006 1 P -
2986400 S

/

He wanted a copy of Mr. Keller's testimony of 12/12/75 before House
Subcommittee on Commerce, Consumer and MonetaryAffairs. T referred
him to Information Office; he called back and said Information Office
had no testimony for Mr. Keller since 12/3. I had him hold while I
called Mr. Lowe's office; Mr. Lowe and Mr. Crawford were out so I
gave him the IRS site, Mr. Tom Reed, but he said he probably would

be back in touch with you on Monday.

Besides the testimony, he wanted copies of series of GAO reports listed
(on page 9, he thought) in the testimony. I called Eleanor Seward and
she said she would send copy of testimony and get in touch with report
distribution about copies of reports.

Gladys
1/2/76

BEST DOCUMENT AVAILABLE





